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1,883 stores 





J. Riggings 

JW/Jeans West 

Oaktree 

Zeidier & Zeidler/Webster 
Coda 

Repp, Ltd. 

5-7-9 Shops 

Spirale 


766 stores 





Bakers/Leeds 
Wild Pair 
Précis 
Velocity 


Sacha London 


138 units 





Dave & Buster’s 
Time-Out 
Space Port 
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| 1991 Percent 
(52 Weeks) Change 
Net sales $1,385,300,000 +8.9% 
Net income before 
accounting change 60,800,000 +16.9% 
Net income per share 
before accounting 
change 2.83 +15.5% 
Dividends 22,800,000 +9.6% 
Dividends per share 1.06 +8.5% 
A discussion of results is included in Management's Discussion and Analysis on page 22. 
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Annual Meeting of Stockholders will be held in the offices of the 
company at 501 N. Broadway, St. Louis, Missouri, at 11 a.m. on Monday, 
June 7, 1993. A notice of the meeting with a proxy statement has been 
mailed with this report to holders of common stock. 
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We are pleased to report that Edison Brothers 






achieved record sales and operating earnings in 
1992, excluding a one-time charge related to medical 
benefits for retirees. All segments of the company 
contributed to the strong overall performance. 

Net operating income for the 52 weeks of 
1992 was $71.1 million, an increase of 16.9 
percent over net income of $60.8 million for the 
52 weeks of 1991. Per-share earnings were $3.27 
in 1992 and $2.83 in 1991. 


The one-time after-tax charge of $23.1 million 





or $1.06 per share resulted from our adoption of 

| the required new method of accounting for pre- 

viously earned but unpaid medical and life insur- 
ance benefits for company retirees. 

Total sales for 1992 were $1.51 billion, an 
increase of 8.9 percent over sales of $1.39 billion in 
1991. Sales in comparable stores grew moderately. 

The board of directors voted in November 
to increase the quarterly dividend on our common 
stock from 28 cents to 31 cents per share, effective 


Andrew E. Newman, 
Chairman 





with the January 8, 1993, payment. This three- 
cent increase followed a two-cent increase one 
year earlier. 

In July the board of directors elected two 
new members: Alan Miller, president of Edison 
Footwear Group, and Robert W. Staley, vice 
chairman and chief administrative officer of 
Emerson Electric Co. 

Our footwear group set the pace in operating 
profit growth in 1992. Bakers/Leeds further 
solidified its strong position in popular-priced 
women’s footwear, turning in excellent sales gains 
and attaining the chain’s highest operating profit 
percentage since 1983. Wild Pair fine-tuned its 
fashion merchandising and streamlined its opera- 
tions, achieving a healthy sales upturn and setting 
a chain record for operating profit. 

The fledgling Précis chain, which now has 24 
stores, continues to perform well and promises to 
become a significant contributor. Précis, an off- 
shoot of Bakers/Leeds, offers a somewhat more 
narrowly focused line of women’s fashion footwear 
in a contemporary setting. 

Operating profits also improved in our apparel 
segment, though not as strongly as in our footwear 
chains. J. Riggings and JW/Jeans West menswear 
chains continued to lead the apparel segment in 
sales and operating profit. The performance of 
the Oaktree menswear chain improved somewhat 
in 1992, after a period in which demand had 
diminished for its advanced styles. In the fall, the 
5-7-9 Shops junior women’s apparel chain and 
the Zeidler & Zeidler/Webster menswear chain 
both enjoyed strong surges in sales and profits. 

The five experimental Spirale stores are 
reporting good sales. Spirale, developed by the 
5-7-9 Shops team, offers preteen girls the hot 
teen fashions they crave, in girls’ sizes 6 to 14. 
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Early in 1992 we nearly tripled our strength 
in the men’s big-and-tall market with the pur- 
chase of 39 Harry’s stores. They have been suc- 
cessfully integrated into our Repp, Ltd. chain, 
which is enjoying sales and profit gains. 

In September we completed the sale of our 
Joan Bari and Cabaret women’s accessories stores 
to EW. Woolworth Co., yielding a small gain. 

The performance of our fashion chains was 
well balanced in 1992, once again underscoring 
the merits of our portfolio approach to fashion 
retailing. While some chains had their strongest 
increases early in the year, others built momen- 
tum later. We believe that our ability to develop 
and draw upon the strengths of a variety of store 
concepts is an important advantage. 

While there was little dramatic fashion 
news during 1991 and early 1992, near the end 
of 1992 we saw some significant influences begin 
to take hold. The more adventurous fashion 
customers are responding well to new platform 
shoes, longer slim skirts, and a looser, less tradi- 
tional approach to menswear. 

Operating profits also grew nicely in our 
entertainment division in 1992. This group’s 
same-store sales grew modestly, and several sig- 
nificant new units opened during the year. 

Dave & Buster’s opened in Atlanta, its 
fourth location and the first outside Texas. We 
opened our first two Exhilarama units, in subur- 
ban Philadelphia and suburban St. Louis. These 
anchor entertainment centers, about 30,000 
square feet in size, offer an unprecedented variety 
of interactive entertainment for every age group. 
Sales in all three of these large new units are 
exceeding expectations. 

In the fall we also entered into a licensing 
agreement with Paramount Pictures to develop 
mall-based virtual reality centers on the theme 
of the highly successful television series 
Star Trek®: The Next Generation. We expect 
the first of these centers to open late in 1993. 


During 1992 we added 214 stores. This 
includes the 39 Harry’s stores and several 
menswear and entertainment stores in Mexico, 
our first stores outside the U.S. We closed 120 
stores and sold 88 Joan Bari and Cabaret stores. 
In the spring we closed the last 11 of our leased 
footwear departments, in the Alexander’s depart- 
ment stores. We ended the year with 2,787 units 
in operation. We expect to open about 150 
stores in 1993, not including possible acquisitions. 

We were especially pleased to achieve record 
sales and operating earnings in 1992, our compa- 
ny’s 70th year. We are working hard to see that 
gains will continue. We believe that we have a 
well-balanced array of specialty chains, all 
continuing to refine their merchandising and 
operations to maximize profits. In addition, we 
are continuing our program to develop new 
concepts that will provide future sources of 
significant growth. 

We hope you enjoy reading about our six 
core strengths on the following pages. 


PE Nis 


Chairman of the Board 


President 






St. Louis, Missouri 


March 24, 1993 


Martin Sneider, 
President 






Through the years we’ve refined our execu- 


tion of the guiding principles that make 
retailing work. ™ Our concentration on 
private label fashions achieves style exclu- 
sivity, price advantage, and quality assur- 
ance. In recent years our Edison Brothers 
Stores International division has provided 
greater economies and sourcing control 
through its buying offices in Asia, Central 


America, and Eastern Europe. ™ Because 





of our size and our focus on niche-oriented 


ber develops expertise in a narrow category of merchandise. The professional skills 
of our buyers have been honed as they progressed from store level into merchandis- 
ing functions, and finally into the buying organization. Our buyers are immersed in 


specialty stores, we are able to field sophisticated buying teams in which each mem- 
fashion merchandise and the needs of fashion customers throughout their careers. 
| 







“Our only goal is to give our stores 
what they need to satisfy their 
customers. Our team is respon- 
sible for its own buying 
_ decisions, and accountable 
~ for the results.” 






Gabe Morales, Associate Buyer, Wild Pair 





Targeted Merchandising: 
We put the right merchandise in 





We bring customers into our stores by capitalizing 
on our high-traffic mall locations. Our store 
designs capture attention, and integrated in-store 
marketing materials focus on our target customers. 
Because our young customers respond to a fresh 
look, we’ve accelerated our store remodeling pro- 
grams in the last five years. For example, our new 
“wave” design showcases the updated merchandise 
in our Bakers and Leeds stores, contributing to sales 


gains significantly higher than the chain average. 





The new store design introduced by 5-7-9 Shops in 


December also 


Point-of-Sale Marketing: 


has been very well 















received. HM Our 

continued vitality 

also depends upon 

development of 

new retail concepts. 

We constantly experiment with new formats and 
spinoffs of successful formats. Précis, Coda, Spirale, 
and Exhilarama are in the developmental stage 
now. Established chains like Wild Pair and Oaktree 


grew out of the same process. 





“Each chain’s marketing team has its finger 
on the pulse of its target audience. We 
want to be our customers’ favorite place 
to shop, not just for the merchandise, but 
also for the look and feel of the store.” 
Michael Romick, Marketing Director, JW and Coda 

























Our stores contribute powerfully to the character of 
today’s shopping centers; in many regional malls we oper- 
ate six or more stores. Our track record of productivity 
and our strong relationships with developers provide us 
opportunities to establish stores in prime high-traffic 


locations. Our portfolio approach to specialty retailing 


Mall Dominance: 





allows us to fine-tune our array of leases to match market 

conditions. When the customer mix changes and the popularity of one of our 
stores declines, we often are able to shift that location to another chain. Because 
our portfolio includes some chains that are in a high-growth phase, we also are able 
to take advantage of prime single 


locations or large pools of good 





leases when they become available. 


Edison Brothers has developed 





and recruited a corps of skilled, 


i 









experienced real estate specialists. = 
Their expertise is a pivotal factor iy 
in our ability to maximize the 
return on our investment 


in leases. 











“Leasing takes a combination of good “ 
relationships, proven retail concepts, nego- . 
tiating skills, experience — and a healthy portion 
of instinct. When it is done right, both Edison 
Brothers and the shopping centers end up winners.” 


Joseph Marziotti, Real Estate Director, Southern Region 


Merchandise Expediting: 


Efficient merchandise distribution enhances our prof- 

itability. We use electronic mail to exchange informa- 

tion with our service suppliers. We manage freight 

costs by consolidating shipments. We train specialists 

to expedite movement and set priorities. B® Innovative 

approaches allow us to move merchandise efficiently 

through our distribution centers. We’ve developed a new carousel system that 

makes the process of picking merchandise for stores speedier and more accurate. 
As our merchandise processing needs expand, we search out existing buildings 

that can be converted to serve as 

additional distribution centers. 

In Rome, Georgia, by choosing 

an existing facility, we were able 

to get our new center in service 

faster and more economically, 

and with space available for 


expansion. 








“When a buying department needs to 
know where its merchandise is and 
when to expect it, our system lets us 
give them an instant answer—and find 
a solution if it’s not the right answer.” 









Patti Kniest, Import Expediter 








Information Access: 


Our advanced automated information sys- 
tems not only give us daily store-by-store 
sales results, but also allow us to send pricing 
changes and other instructions to our stores 


instantaneously. Using laptop computers, 





our regional managers are never out of reach 
of their stores or our central offices. We 
can incorporate a single store or acquired division into our systems in short order 

and at low cost. Thus we can increase the yield from our $40 million investment in 


information-tracking software. "™ While our infor- 





mation network reaches out to every one of our 
stores, it is centrally controlled. Because all of our 
sales and financial information is processed through 
our St. Louis headquarters, our chains have access 
to an array of marketplace information that they 


could not gather individually. 







“We've built a system that’s flexible 
and consistent. Our smallest chains 
have access to the same sophisticated 
information-processing techniques as 
our largest chains.” 










Allyson Mock, Systems Manager 


Personalized Service: 


Our retail organizations teach 
people the fundamentals of 


sales: understanding their cus- 





tomers, knowing their mer- 
chandise, and bringing the two together. Our sales associates know that careers are 
built on customer satisfaction, our only source of revenue. Our store managers 
are expected to contribute to the bottom-line success of their stores. We offer 
financial incentives to those who are able to maximize sales while minimizing con- 
trollable costs. Along with competitive current earnings, we provide our sales- 
people and store managers real opportunities for advancement. Our promotion- 
from-within tradition is rooted in the company’s earliest days, 70 years ago. A great 
many of today’s Edison Brothers executives, including most of our chain presidents, 


began their careers selling in our stores. 











“We want to hire the right people; 

give them the training, tools, 

and support they need; then 
get out of their way and let 
them do their jobs.” 


lee Johnson, General Sales Manager, JW 





Consolidated Statements of Income 


(Dollars in millions, except per share data) 
































1992 1991 1990 
(52 weeks) (52 weeks) (52 weeks) 
Net Sales $1,508.8 $1,385.3 $1,253.6 
Cost of goods sold, occupancy and buying expenses 967.1 894.3 810.0 
Store operating and administrative expenses 347.0 316.2 288.2 
Depreciation and amortization 63.0 595 47.8 
Interest expense, net 18.7 18.8 13.9 
1,395.8 1,288.8 1,159.9 
Income before Income Taxes 113.0 96.5 D351 
Income tax provision 41.9 BDA 34.7 
Income before the Effect of a Change 
in Accounting Method (Alot 60.8 59.0 
Cumulative effect of the change in 
postretirement benefits accounting method 23.1 
Net Income $ 48.0 $ 60.8 $ 59.0 
ee ee nnn 
Per Common Share: 
Income before the Effect of a Change 
in Accounting Method $i B2e $2283 S28 
Cumulative Effect of the Change in 
Postretirement Benefits Accounting Method $ (1.06) 





Net Income bee 2a 2a Gr 22838 $2.78 
————————————————————————— eee 080880 EE 


See notes to consolidated financial statements. 





Consolidated Balance Sheets 


(Dollars in millions) 


























ASSETS 
1992 1991 
year-end year-end 
Current Assets: 
Cash and short-term investments $ 23.4 $ 25.7 
Merchandise inventories 341.6 280.0 
Deferred income taxes 1353 10.2 
Prepaid expenses 18.5 Ives? 
Other current assets 6.9 17.6 
Total Current Assets 403.7 350.7 
Property and Equipment, net 333.8 303.0 
Intangible Assets, net 719.4 79.0 
Prepaid Pension Expense 34.1 32.2 
Other Assets 7.6 4.3 
$858.6 $769.2 
LIABILITIES AND COMMON STOCKHOLDERS’ EQUITY 
Current Liabilities: 
Accounts payable, trade $ 93.0 $ 81.2 
Notes payable and commercial paper 17.8 29.8 
Current portion of long-term debt al 45.1 
Payroll and vacations 15.0 14.0 
Income taxes 10.6 10.7 
Other taxes 8.8 8.2 
Other current liabilities 26.3 24.7 
Total Current Liabilities 171.6 DISET 
Long-Term Debt 194.4 119.5 
Postretirement Benefits SIE) 
Other Liabilities 29.1 25:3 
Deferred Income Taxes 13 Das 
Common Stockholders’ Equity: 
Common stock, par value $1 22.0 21.6 
Capital in excess of par value 76.6 67.1 
Retained earnings SHINY 296.7 
Total Common Stockholders’ Equity 418.3 385.4 
$858.6 $769.2 





See notes to consolidated financial statements. 


Consolidated Statements of Cash Flows 


(Dollars in millions) 


1992 1991 1990 
(52 weeks) (52 weeks) (52 weeks) 





Cash Flows from Operating Activities: 
Net income $ 48.0 $ 60.8 $ 59.0 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Depreciation and amortization 63.0 595 47.8 
Provision for deferred income taxes (20.0) (GL) 123 
Change in assets and liabilities net of 
effects from acquisitions and dispositions: 





Merchandise inventories (61.5) (47.8) (34.1) 
Other assets (1.0) (.8) (9.1) 
Accounts payable, accrued expenses, 
and other liabilities 58.4 1s 38) 
Restructuring and transition activities 32. (9.7) (17.6) 
Other 54 4.8 10.8 
95.8 68.2 72.6 





Cash Flows from Investing Activities: 
Payment for companies and assets purchased, 























net of cash acquired (13.4) (1.7) (53.6) 
Capital expenditures (92.9) (76.7) (83.7) 
Net proceeds from disposal of subsidiary fe) 

Other (1.8) (.3) (.3) 
(100.8) (78.7) (137.6) 
Cash Flows from Financing Activities: 
Principal payments of long-term debt (45.1) (43.6) (22.9) 
Short-term debt (payments) borrowings 63.0 29.8 (58.1) 
Dividends on common stock (25.0) (22.8) (22.0) 
Common stock issued 85.7 
Common stock purchased (25.2) 
Proceeds from long-term debt issuance 20.0 135.0 
Other 9.8 3.8 15 
Dil (12.8) 94.0 
Cash Provided (Used) (23) (23.3) 29.0 
Beginning cash and short-term investments 25 49.0 20.0 
Ending Cash and Short-Term Investments $ 23.4 $ 25.1 $ 49.0 
Cash payments for: 
Interest expense $ 19.4 $ 17.8 $ 14.7 
Income taxes $ 38.9 SB? $ 33.9 


See notes to consolidated financial statements. 
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Consolidated Statements of Common Stockholders’ Equity 


(Dollars in millions, except per share data) 


Capital in 
Common excessof _ Retained 
stock par value earnings 

















Balance at Beginning of 1990 $20.3 $13 $221.9 
Net income 59.0 
Stock options exercised and grants made al 2D 
Common stock issued—2,000,000 shares 2.0 83.7 
Common stock purchased—990,000 shares (1.0) (24.2) 

Dividends on common stock—$1.04 per share (22.0) 

Balance at End of 1990 21.4 63.0 258.9 
Net income 60.8 
Stock options exercised and employee benefit plans 3 4.1 (.2) 
Dividends on common stock—$1.06 per share (22.8) 

Balance at End of 1991 21.6 67.1 296.7 
Net income 48.0 
Stock options exercised and employee benefit plans 4 9.5 
Dividends on common stock—$1.15 per share (25.0) 

Balance at End of 1992 $22.0 $76.6 $319.7 





See notes to consolidated financial statements. 


13 


Notes To Consolidated Financial Statements 





(Dollars in millions, except per share data) 





Note 1: 
Summary of 
Significant 
Accounting 
Policies 


Consolidation — The financial statements include the accounts of all subsidiaries; intercompany accounts and 
transactions have been eliminated. 


Short-term investments are stated at the lower of cost or market, consist of highly liquid debt instruments with 
maturities of three months or less, and are considered to be cash equivalents for consolidated statements of cash flows. 


Inventories — A portion of the inventories (73%) is determined using the retail method and is based on the 
lower of cost or market. The other portion (27%) is stated at the lower of cost, principally average cost, or 
market, based principally on anticipated realizable values. 


Depreciation and amortization of property and equipment and intangible assets are computed principally on the 
straight-line basis. Lease rights acquired are amortized on a straight-line basis over remaining lease terms and 
anticipated renewals. 


Income Taxes — The liability method is used to compute deferred income taxes resulting from temporary 
differences in the recognition of income and expense items for tax and financial reporting purposes. Financial 
Accounting Standards Board Statement No. 109, “Accounting for Income Taxes,” adopted in 1992, has no 
material effect on the company’s accounting for income taxes. 


Interest Expense — 1992, 1991, and 1990 interest expense has been reduced by interest income of $1.2, $1.2, 
and $2.2, respectively. 


Store opening and closing costs — Store preopening costs are charged against income as incurred. Closing costs 
are accrued when the decision is made to close a store. 


Earnings Per Share — Earnings per common share is based on the weighted average number of shares 
outstanding (21,744,000 in 1992; 21,489,000 in 1991; and 21,210,000 in 1990). Shares issuable under the stock 


option and stock bonus plans did not have a significant dilutive effect on earnings per share. 
Reclassifications — Certain prior-year items have been reclassified to conform to the current year presentation. 


Fiscal Year — The company’s fiscal year ends on the Saturday closest to January 31. References to 1992, 1991, 
and 1990 are to the 52 weeks ended January 30, 1993, February 1, 1992, and February 2, 1991, respectively. 





Note 2: 
Leases 


Most operations are conducted in leased premises. A portion of the leases include options for renewal or 
extension on various terms. For 1992, 1991, and 1990, respectively, minimum rentals for operating leases were 
$125.7, $117.5, and $96.7; additional percentage rentals based on sales were $9.2, $9.3, and $11.6. Most leases 


also require the payment of common area expenses and real estate taxes. 


At year-end 1992 future minimum lease payments required under operating leases are $117.1, 1993; $110.2, 
1994; $102.1, 1995; $92.1, 1996; $81.7, 1997; and $716.9, total. 


In accordance with Financial Accounting Standards Board Technical Bulletin 85-3, the company accrues non- 
cash rent expense for leases with scheduled increases in minimum lease payments such that minimum rent 
expense is recognized on a straight-line basis over the lease term. Minimum rent expense accrued in excess of 
cash rent payments was $4.5, $4.3 and $3.9, in 1992, 1991, and 1990, respectively. 
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Note 3: 
Acquisitions 


During the second quarter of 1990, the company completed the acquisition of Adventure Properties Ltd., 
Consolidated Amusement Company and Time-Out Family Amusement Centers, Inc. Together these chains 
operated 130 game rooms and 2 larger family entertainment centers, mostly in shopping malls. In October 1990, 
the company completed the acquisition of Webster Clothes, Inc. which operated 128 young men’s clothing 
stores. The acquisitions were made at an aggregate cost of $70.0. The company acquired assets with a fair value 


of $107.8 and assumed liabilities of $37.8. 


The acquisitions were accounted for by the purchase method and are included in the financial statements from 
the dates of acquisition. Intangible assets resulting from the acquisitions are being amortized on a straight-line 
basis over useful lives ranging from 5 to 30 years. On an unaudited pro forma basis, calculated as if the 
acquisitions had taken place as of the beginning of the period, sales would have been $1,307.4 in 1990. For 
1990, pro forma net income of the company and the acquired companies with pro forma adjustments to 
depreciation and amortization expense and to reflect elimination of duplicative costs would have been $55.4 or 
$2.61 per share. 


a IT a ET 


Note 4: 
Business 
Segments 














Net sales Operating profit (loss) 
1992 1991 1990 1992 1991 1990 
Apparel $ 982.1 $ 8884 $ 753.3 $91.4 $908 $ 83.9 
Footwear 450.8 436.7 461.1 47.9 28.5 27.9 
1,432.9 1,325.1 1,214.4 139.3 119.3 111.8 
Corporate and other 75.9 60.2 39.2 (6.4) (2.8) (2.0) 
Interest expense (19.9) (20.0) (16.1) 





$1,508.8 $1,385.3 $1,253.6 $113.0 $96.5 $ 93.7 


Depreciation 


Identifiable assets and amortization Capitai expenditures 














1992 1991 1990 1992 1991 1990 1992 1991 1990 

Apparel $504.6 $430.2 $383.6 $38.0 $35.6 $26.9 $45.8 $43.2 $67.7 
Footwear BI fi 147.9 155.3 9.2 9.3 8.8 18'8) ~ WS 8.8 
660.3 578.1 538.9 47.2. 44.9 3541, 64.6 54.7 76.5 

Corporate and other 198.3 191.1 194.6 15.8 14.6 Pell 28.3 22.0 We 
$858.6 $769.2 $733.5 $63.0 $59.5 $47.8 $92.9 $76.7 $83.7 
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Notes To Consolidated Financial Statements 


(Dollars in millions, except per share data) 














Note 5: 1992 year-end 1991 year-end 

Common Shares: 

Stock Issued (100,000,000 authorized) 27,553,160 27,536,178 
Less held in treasury 5,567,069 5,940,831 
Outstanding 21,986,091 21,595,347 
Stockholders of record 4,200 4,400 





The 1982, 1986, and 1992 stock option plans authorize the sale of 1.5, 1.5, and 1.0 million common shares to 
executives, including store managers. No options have been granted under the 1982 and 1986 plans subsequent 
to adoption of the 1986 and 1992 plans, respectively. Options are exercisable over various option terms not 
exceeding 10 years following the grant. The 1975 Stock Bonus Plan, as amended in 1980, authorized the 
issuance of 3,000,000 shares of common stock to executives, including store managers. At year-end 1992, there 
were no shares issuable and, cumulatively, 703,368 shares had been issued. The plan by its terms prohibits any 
further grants after December 31, 1990, and, in fact, no grants of stock units have been made since 1986. 
Activity under these plans was as follows: 




















1992 1991 1990 
Number of Option price Number of Option price Number of Option price 
options per share options per share options per share 
Outstanding at beginning of year 1,057,957 $9.51—27.15 1,309,829 $9.51—27.15 836,067 $ 9.51—27.15 
Granted 154,300 31.25 640,900 L715 —2ialS 
Exercised (383,676) 9.51—27.15 (202,308) 9.51—27.15 (119,177) 9.51—20.35 
Canceled (27,081) 9.51—27.15 (49,564) 9.51—27.15 (47,961) 9.51—27.15 
Outstanding at end of year 801,500 9.56—37.25 1,057,957 9.51—27.15 1,309,829 9.51—27.15 
Shares exercisable at end of year 226,802 345,949 237,389 
Shares issued for: 
Options exercised 383,676 202,308 111,598 
Bonus units exercised 219 344 623 





Each share of outstanding common stock includes a right which entitles the holder to purchase one common 
stock share for $93. Rights attach to all new shares of common stock issued and become exercisable only under 
certain conditions involving actual or potential acquisitions of the company’s common stock. Depending on the 
circumstances, all holders except the acquiring person may be entitled to purchase at the exercise price 
additional shares of common stock of the company and/or of the acquiring person having a market value equal 
to two times the exercise price. The rights remain in existence until January 26, 1998, unless they are redeemed 
(at five cents per right) or terminated. 


At January 30, 1993, 1,680,991 shares of common stock were reserved for issuance under the stock option and 
the stock bonus plans. 
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Note 6: The pension plan covers employees who have met age and service eligibility requirements. Benefits are based on 

Pension Plan each employee’s highest average compensation for any 5 consecutive full calendar years out of the last 15 years of 
credited service preceding separation. The company funds at least the minimum amount required by funding 
standards. 


In determining the actuarial present value of projected future benefits for 1992 and 1991, respectively, the 
weighted-average discount rate is 8.25% and the rate of increase in future compensation levels is 5.7% and 5.8%. 
For 1992, 1991, and 1990, the assumed rate of return on assets is 9.5%, 9.5%, and 9.25%, respectively. 


The plan’s funded status is as follows: 








1992 1991 
year-end year-end 
Actuarial present value of accumulated plan benefits, 
including vested benefits of $28.2 and $23.1 $32.8 $ 28.1 
ETE 
Net assets available for benefits, primarily fixed 
income and equity securities at market value $78.2 $ 73.6 
Actuarial present value of projected future benefits (43.9) (38.4) 
Plan assets greater than projected future benefits $34.3 $ 35.2 
I EE 
Net assets as a percentage of: 
Present value of accumulated plan benefits 238% 262% 
EEE 
Present value of projected future benefits 178% 192% 


The accounting for plan assets greater than projected future benefits is as follows: 








1992 1991 
year-end year-end 
Plan assets not recognized in the company’s balance sheet, 
principally resulting from market value gains: 

1984 and prior $ 1.6 $ 2.1 

Since 1984 6.6 6.9 
Pension prepayment recognized in the company’s balance sheet 29.5 29.7 
Unrecognized prior service cost (5.2) (3.9) 
Additional minimum liability 1.8 4 
Plan assets greater than projected future benefits ; $34.3 $35.2 


Net pension income for 1992, 1991, and 1990, respectively, of $1.1, $1.2, and $1.0 consisted of actual return on 
assets, $5.5, $11.7, and $.5; plus partial recognition of prior-period net gains (losses), $(.1), $0, and $.1; less net 
gains (losses) deferred to future periods, $(1.0), $6.0, and $(5.4); less cost of current-year employee service, $1.9, 
$1.7, and $1.8; less interest cost on projected future benefits, $3.4, $2.8, and $3.2. A pension settlement gain of 
$4.9, offset by other unusual transactions, is included in the 1990 consolidated statement of income. The gain 


resulted from the company’s pension trust purchasing an annuity contract for retirees and other vested former 
employees. 


Notes To Consolidated Financial Statements 





(Dollars in millions, except per share data) 


















































Note 7: 1992 1991 
Property and year-end year-end 
Equipment Land $ 11.2 $ 95 
Buildings 70.8 65.1 
Leasehold improvements 268.0 248.0 
Fixtures and equipment 197.0 164.8 
Property held under capital leases, 
principally buildings 9.6 9.6 
Total cost : 556.6 497.0 
Accumulated depreciation and amortization (222.8) (194.0) 
$333.8 $ 303.0 
Depreciation and amortization expense for 1992, 1991, and 1990 was $49.8, $45.5, and $36.6, respectively. 
Note 8: 1992 1991 
Intan gible year-end year-end 
Assets Leasehold rights $ 54.8 $ 60.4 
Goodwill 43.0 36.7 
Other 17.9 12.4 
Total cost 115.7 109.5 
Accumulated amortization (36.3) (30.5) 
$ 79.4 $ 79.0 
Intangibles are amortized over useful lives ranging from 2 to 30 years. Amortization expense for 1992, 1991, and 
1990 was $13.2, $14.0, and $11.2, respectively. 
Note 9: Interest 1992 1991 
Financin g Rate Maturities year-end year-end 
Arrange ments Unsecured senior notes 8.44-9.19% 1993-1994 $110.0 $155.0 
Capital lease obligations 8.6 8.7 
Notes payable and commercial 
paper to be refinanced 75.0 
Other obligations 9 ao) 
Total long-term debt 194.5 164.6 
Less current maturities all 45.1 
Long-term debt $194.4 $119.5 





Future maturities of long-term debt are $.1, 1993; $35.1, 1994; $.1, 1995; $9.1, 1996 and $17.7, 1997. Future 
interest payments on capital lease obligations were $5.4 at year-end 1992. The company’s financing agreements 
contain certain restrictions, including limitations on dividend payments and the company’s acquisition of its 
capital stock. At year-end 1992, retained earnings of $70.8 were free of the most restrictive of these limitations. 


At year-end 1992, the company had unused credit arrangements offering short-term financing totaling 

$133.5 with various expiration dates. In addition, the company has a $125.0 revolving credit agreement which 
expires in June 1993, which can be converted into an intermediate-term loan; this credit agreement supports 
potential commercial paper borrowing arrangements of $125.0. 


Subsequent to year-end 1992 the company completed a private placement with institutional lenders of senior 
notes having maturities ranging from 7 to 15 years. The proceeds from this offering will be used primarily to 
refinance existing debt. Accordingly, $75.0 of unsecured senior notes maturing in 1993 and $75.0 of notes 
payable and commercial paper are reported as long-term debt in the consolidated balance sheet. 


Based on borrowing rates currently available to the company, the estimated fair value of long-term debt, 
including current maturities, at year-end 1992 is $191.6. 


ee. 


Note 10: 
Income Taxes 


The provision for income taxes consists of: 











1992 1991 1990 
Current Expense 
Federal $41.5 $31.2 $19.0 
State and local 6.2 4.6 3.4 
Deferred Expense— Operations (5.8) (.1) 12.3 
Total provision— Operations 41.9 35.7 34.7 
Cumulative effect of accounting change (14.2) 
Total provision $27.7 $35.7 $34.7 
ee —————e———————___arnnnnnnnininnnnnnnnnnnnmnnnnnnnnnnnnnnnnane 


The major temporary differences that give rise to deferred tax assets and liabilities of $47.8 and $41.8, 
respectively, in total at the end of 1992, in the consolidated balance sheet are as follows: 





1992 1991 1990 
Accelerated depreciation $(15.9)  $(17.3) $(21.2) 
Pension income (11.1) (11.0) (11.1) 
Restructuring reserves 8 1.4 5.2 
Rent expense accruals 6.9 5.4 3.4 
Postretirement benefits 14.3 
Other 11.0 6.4 6.5 





$160) - $@b) $72) 


Reconciliation of federal statutory rates to effective income tax rates: 








1992 1991 1990 
Federal corporate statutory rate 34.0% 34.0% 34.0% 
State and local income taxes, net of federal income tax benefit 2.8 25 3.2 
Miscellaneous items, net (.1) 15 (.2) 
Actual tax expense 36.7% 37.0% 37.0% 
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Note 11: 
Employee 
Benefits 


The company at its discretion provides medical, dental, and life insurance coverage for its employees and 
retirees. Medical and life insurance expenses were $14.3 in 1992 (before the cumulative effect of the accounting 
change for postretirement benefits), $10.9 in 1991, and $11.0 in 1990. Dental expenses were $.7 in 1992 and 
$.6 in 1991 and 1990. 


The company provides an employee savings plan that permits employees to make contributions in accordance 
with Internal Revenue Code Section 401(k). Employees who meet age and service requirements are eligible to 
participate by contributing up to 15% of their pretax compensation. The company matches a portion of the 
employee’s contribution under a predetermined formula based on the company’s return on equity. Company 
contributions to the plan may be remitted to the Trustee in the form of company common stock or cash which is 
then used to acquire company common stock on the open market. The company’s expense related to the plan 


was $.5 for 1992 and $.4 for each of 1991 and 1990. 


Payroll taxes paid by the company primarily for social security and unemployment compensation totaled $20.9 


in 1992, $19.5 in 1991, and $17.9 in 1990. 
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Notes To Consolidated Financial Statements 





(Dollars in millions, except per share data) 





Note 12: 
Postretirement 
Benefits 


The company provides a defined dollar benefit health and life plan to its retirees and their eligible spouses. To 
qualify, an employee must retire at age 55 or later with at least 15 years of credited service under the pension 
plan. The health care portion of the plan is contributory with retiree contributions subject to adjustment 
annually. The life insurance portion of the pian is noncontributory. The company funds, as needed, plan costs 
incurred over and above retiree contributions. The company reserves the right to modify or terminate these 
benefits. 


In 1992, the company adopted Statement of Financial Accounting Standards No. 106, “Employer’s Accounting 
for Postretirement Benefits Other Than Pensions.” The effect of adopting the new rules increased 1992 net 
periodic postretirement benefit costs by $.7. In addition, a one-time charge of $37.3 ($23.1 after tax) was 
recorded to recognize full accrual of the transition obligation. Postretirement benefit cost for 1991, which was 
recorded on a cash basis, has not been restated. 


The plan’s funded status is as follows: 











1992 
year-end 
Accumulated postretirement benefit obligation: 
Retirees $ 31.6 
Fully eligible active plan participants 31 
Other active plan participants 3.3 
Unrecognized net loss (.1) 
Accrued postretirement benefit cost $379 
Net periodic postretirement benefit cost consists of: 

1992 

year-end 

Service cost $ S) 
Interest cost 3.0 





Net periodic postretirement benefit cost $ 3.2 
———————————————— 


An increase in the cost of covered health care benefits of 14% for pre-age-65 participants and 13% for post-age- 
65 participants was assumed for fiscal year 1993. This rate is assumed to decrease gradually to 6% by the year 
2000 and remain at that level thereafter. A 1% increase in the health care cost trend rate would increase the 
accumulated postretirement benefit obligation by $2.6 million at year-end 1992 and the aggregate of the service 
and interest cost components of net periodic postretirement benefit cost for 1992 by $.2 million. The weighted 
average discount rate used in determining the accumulated postretirement benefit obligation was 8.25% for 1992. 
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Report of Ernst & Young, Independent Auditors 





Stockholders and Board of Directors 
Edison Brothers Stores, Inc. 


We have audited the accompanying consolidated balance sheets of Edison Brothers Stores, Inc. and subsidiaries 
as of January 30, 1993 and February 1, 1992, and the related consolidated statements of income, common 
stockholders’ equity, and cash flows for each of the three years in the period ended January 30, 1993. These 
financial statements are the responsibility of the company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the over-all financial statement presentation. 
We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Edison Brothers Stores, Inc. and subsidiaries at January 30, 1993 and February 1, 1992, and 
the consolidated results of their operations and their cash flows for each of the three years in the period ended 
January 30, 1993, in conformity with generally accepted accounting principles. 


As described in Notes 1 and 12 to the consolidated financial statements, in 1992 the company changed its 
method of accounting for income taxes and postretirement benefits. 


Srnete > 
St. Louis, Missouri 
March 10, 1993 
except for Note 9, as to which the date is 


March 23, 1993 





Management’s Responsibility for Financial Information 


Management is responsible for the integrity and objectivity of the financial statements and other information 
included in this annual report. The financial statements have been prepared in conformity with generally 
accepted accounting principles. Information that is not subject to objective determination has been developed 
based upon management's best judgment. 


The company maintains accounting systems that management believes are sufficient to provide reasonable 
assurance of reliable financial statements and to maintain accountability for assets. These systems are supported 
by careful selection and training of qualified personnel. The extent of internal accounting controls implemented 
must be related to the benefits derived, and the balancing of the cost of controls to the benefits derived requires 
management's estimates and judgments. The system is tested and reviewed by internal auditors. In addition, as 
part of its audit of the company’s financial statements, Ernst & Young completed a study and evaluation of 
selected internal accounting controls to establish a basis for reliance thereon in determining the nature, timing, 
and extent of audit tests to be applied. 


The Board of Directors has an Audit Committee, which is comprised totally of members of the board who are 
not employees of the company. The committee meets with the independent auditors, internal auditors, and 
representatives of management to discuss auditing and financial reporting matters. Both the independent 
auditors and the company’s own internal auditors meet with the Audit Committee, with and without management 
representatives present, to discuss the scope and results of their examinations, the quality of financial reporting, 
and the propriety of management’s conduct of the business. 


Management is committed to conducting its business affairs in accordance with the highest ethical standards 
and in conformity with the law. 
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Management’s Discussion and Analysis 


(Dollars in millions, except per share data) 





Business 


Edison Brothers Stores, Inc. (the company) owns and operates chains of specialty retailing stores located in all 
fifty states, Puerto Rico, and Mexico. The company conducts its principal operations through subsidiaries in two 
segments: apparel and footwear. Stores within the apparel and footwear segments are almost exclusively mall- 
based and generally range in size from 1,300 to 3,000 square feet. Merchandise is acquired from many vendors 
and the company is not dependent on any one supplier. Four main distribution centers serve as receiving points 
for merchandise and coordinate the distribution of shipments to the stores via common carrier. The company 
also operates an entertainment division composed of predominantly mall-based entertainment centers and free- 
standing restaurant/entertainment complexes. 


At year-end 1992 the apparel segment operated 1,883 stores in eight chains. Six chains, JW/Jeans West, 
Oaktree, J. Riggings, Coda, Repp, Ltd., and Zeidler & Zeidler/Webster (Zeidler & Zeidler), focus on menswear. 
Each menswear chain targets a specific age group of men with a different product mix. The women’s wear 
chains, 5-7-9 Shops and Spirale, primarily market casual wear and accessories to young adults, teens, and pre-teens. 


The footwear segment operated 766 stores in five chains at the end of 1992. The principal footwear chains are 
Bakers/Leeds, and its off-shoot Précis, which offer popular-priced women’s fashion shoes, and Wild Pair, which 
focuses on advanced shoe fashion for young men and women. 





Financial 
Condition 


Cash levels at year-end 1992 were consistent with the prior year and sufficient to cover day-to-day operating 
requirements. The company took advantage of a slower rate of change in fashion trends by ordering and 
receiving spring fashion merchandise earlier than in the past. Continued high growth in chains featuring men’s 
clothing also contributed to the increase. Other current assets decreased as assets held for resale were sold 
during 1992. The increase in property and equipment in 1992 resulted from the $92.9 of capital expenditures on 
new and existing locations. Fixed assets were affected only modestly by the net effect of 1992 business 
acquisitions and disposals. 


Liabilities at the end of 1992 reflect the effects of two unusual events. Subsequent to year-end, the company 
arranged a long-term borrowing of $150.0. The proceeds will primarily be used to refinance existing debt. 
Accordingly, $75.0 of notes payable and commercial paper and $75.0 of current maturities of long-term debt 
were reported as long-term debt in the January 1993 balance sheet. Of the $75.0 of notes payable and 
commercial paper refinanced, $45.0 was bridge financing of a $45.0 maturity of senior notes paid in November 
of 1992 and $30.0 was used in operations. The second event was the change in the method of accounting for 
postretirement benefits. This change resulted in the postretirement liability presented in the balance sheet and 
accounted for most of the decrease in deferred income tax liabilities. 


Ee es ee ee TE Te eS ee eee 


Capital 
Resources 
and Liquidity 


In 1992 the company increased cash flow from operations by 40.5%. Increased net income (before the cash- 
neutral effect of the accounting change), trade payables and other accruals more than offset the increase in 
inventory. At the end of fiscal 1992, working capital was $232.1 as compared to $137.0 and $142.7 at the end of 
1991 and 1990, respectively. The 1992 increase reflects the inventory level and refinancing discussed earlier. 
Working capital remained stable between 1990 and 1991 as excess cash from Christmas sales and $29.8 of short- 
term borrowings were used to increase merchandise inventory. 


During 1993 the company plans to make capital improvements at levels somewhat lower than those of 1992. 
The company will also continue to seek opportunities to expand through acquisitions when appropriate. Other 
expected demands on company funds include normal seasonal inventory requirements. 


The company has used, and if needed will use, short-term financing to provide additional working capital when 
appropriate. The company has available a $125.0 revolving credit facility and, at the end of 1992, other unused 
credit arrangements of $133.5. Management believes that funds from operations and the short-term facilities 
provide adequate working capital. 


sme Sole +35 of, 


Operating Net sales for 1992 increased by $123.5 or 8.9% over 1991 sales. Comparable stores, those open during both 

Results years, accounted for over 40% of the increase. New and closing stores, including the Harry’s Big & Tall men’s 
clothing stores acquired in February 1992, contributed to the remainder of the increase. The Bakers/Leeds and 
Wild Pair footwear chains reported significant comparable-store sales gains despite a 5.5% reduction in this 
segment’s operating locations. In part, these results reflect the benefits of the company’s ongoing program of 
eliminating sub-par footwear units. J. Riggings and JW/Jeans West led the apparel segment in sales. This 
segment reported a 10.5% increase in sales with only a 2.3% increase.in operating units. Entertainment 
operations, while still a modest portion of the company, reported sales growth of over 25% in 1992, generated 
principally by new units. In 1991, net sales increased by $131.7 or 10.5% over sales for 1990. The increase 
came almost equally from chains owned prior to 1990 and those acquired during 1990. The J. Riggings and 
Zeidler & Zeidler menswear apparel chains reported significant comparable-store sales growth. The apparel 
segment continued to be the largest of the company’s segments in 1991, reporting 64% of total company sales. 


Cost of goods sold, including occupancy and buying expenses, as a percentage of sales was 64.1%, 64.6%, and 
64.6% in 1992, 1991, and 1990, respectively. Following a policy of competitive pricing while controlling costs 
provided the improvement in 1992 performance. The company decreased merchandise costs as a percentage of 
sales somewhat in 1992, while occupancy and buying expenses experienced a slight increase. The footwear 
segment achieved the most significant improvement by increasing gross margins by nearly 3% of sales. In 1991, 
despite a difficult retail environment throughout the year the company was able to control merchandise costs 
and substantially resist heavy promotional activity. However, reductions in merchandise costs and decreased 
markdown activity were offset by higher occupancy costs. Consequently, cost of goods sold as a percentage of 
sales remained constant from 1990 to 1991. 


Store operating and administrative expenses as a percentage of sales were 23.0%, 22.8%, and 23.0% in 1992, 
1991, and 1990, respectively. The modest 1992 increase was attributable to higher employee benefit costs, 
including some additional expense resulting from the new accounting rules for postretirement benefits. 
Depreciation and amortization expense continued to rise in 1992, although not as sharply as between 1990 and 
1991. The increase is a result of the high level of capital improvements and intangible assets associated with the 
acquisitions of recent years, as was the increase between 1990 and 1991. The rate of increase, however, did slow 
in 1992 as there were only modest additions to intangibles during the year and amortization expense declined 
slightly. Interest expense in 1992 was consistent with 1991 levels. The 1992 payment of senior note maturities 
came late in the year and the decrease in expense thereafter was offset by the cost of short-term borrowings. The 
increase in cost between 1990 and 1991 was associated principally with financing of acquisitions and the cost of 
capital improvements. 


Record sales, the improvement in gross margins and control of operating expenses produced a 17.1% increase in 
pretax income before the cumulative effect of the accounting change in 1992 compared to 1991. The footwear 
segment was a primary contributor to this improvement, increasing operating profit by 68% in 1992. Apparel 
chains remained consistent with 1991 results, providing nearly two-thirds of profits from retail merchandise 
operations. The 1992 increases follow a 3% total company rise in 1991. In that year, the J. Riggings, JW/Jeans 
West, and Zeidler & Zeidler apparel chains and the Bakers/Leeds footwear chain reported improved gross 
margins that led to the higher profits. 


On a seasonal average basis the company employed approximately 24,000 people during 1992. Salaries and 
wages in 1992, 1991, and 1990 were $235.2, $224.5, and $205.7, respectively. 


In 1992 the company adopted the Financial Accounting Standards Board (the Board) Statement No. 106, 
“Employers Accounting for Postretirement Benefits Other Than Pensions,” effective retroactively as of the first 
day of the fiscal year. The statement requires accrual of postretirement benefits over an employee’s career, rather 
than charging these costs on a cash basis as incurred. The company recorded a one-time after-tax charge of 
$23.1 to recognize the accumulated transition obligation for active and retired employees. The company also 
adopted the Board’s Statement No. 109, “Accounting for Income Taxes,” which did not have a significant effect 
on the company’s financial statements. 
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Five-Year Financial Summary 


(Dollars in millions, except per share data) 





1992 1991 1990 
Stores at the end of the year 2,787 2,781 25133 
Net sales $1,508.8 $1,385.3 $1,253.6 
Income from continuing operations mel 60.8 59.0 
Net income 48.0 60.8 59.0 
Total assets 858.6 769.2 733.5 
Long-term debt 194.4 119.5 145.1 
Common stockholders’ equity 418.3 385.4 343.3 
Return on common stockholders’ equity 11.9% 16.7% 20.1% 
Per common share: 
Income from continuing operations Sy B27, $ 2.83 $ 2.78 
Net income 2.21 2.83 2.78 
Dividends on common stock 1.15 1.06 1.04 
Common stockholders! equity 19.03 17.85 16.05 


1989 1988 
2,327 2,347 
$1,073.5 $918.6 
61.2 36.3 
56.9 36.3 
533.1 512.7 
51.5 102.2 
243.5 212.9 
25.8% 17.9% 
$ 3.04 $ 1.82 
2.82 1.82 
935 90 
12.02 10.62 


See Management's Discussion and Analysis on page 22 for significant items affecting data comparability between 1990, 1991, and 1992. 1989 operating 
results improved over 1988 due in large part to the plan initiated in 1988 to close poorly performing stores. On March 1, 1989, the company changed 
its fiscal year end to the Saturday closest to January 31. A net loss of $11.5 for the four-week transition period ended January 28, 1989 was charged 
directly to retained earnings. 1989 dividends on common stock included a $.225 per share dividend declared during the transition period of 

January 1989, but paid during fiscal year 1989. Per share amounts reflect the two-for-one common stock split effective December 20, 1989. 


Quarterly Information 


(Dollars in millions, except per share data) 











Quarter 
Ist 2nd 4th Fiscal Year 
13 weeks 13 weeks 13 weeks 13 weeks 52 weeks 
1992 1991 1992 1991 1992 1991 1992 1991 1992 1991 
Net sales $326.9 $299.8 $348.7 $315.4 $361.7 $329.4 $471.5 $440.7 — $1,508.8 $1,385.3 
Cost of goods sold, 
occupancy and 
buying expenses 208.6 189.0 226.4 204.1 231.3 237 300.8 287.5 967.1 894.3 
Income before the 
accounting change 9.6 8.9 12.7 11.4 13:2 11.6 35.6 28.9 (le 60.8 
Net income (loss) (13.5) 8.9 12.7 11.4 13:2 11.6 35.6 28.9 48.0 60.8 
Per common share: 
Income before the 
accounting change 44 41 59 53 61 54 1.63 1.34 327 2.83 
Net income (loss) (.62) 4l 59 53 61 54 1.63 1.34 2.21 2.83 
Dividends 28 26 28 26 .28 26 pS )i 28 1.15 1.06 
Common stock 
market price: : 
High 40.13 35.38 40.50 44.88 46.75 40.50 48.25 36.38 48.25 44.88 
Low 34.75 27.13 35.50 33.00 38.75 33.00 43.50 28.00 34.75 27.13 
Decrease in income resulting 
from adoption of SFAS 
No. 106 in the fourth 
quarter 1992: 
Income before the 
accounting change all By) 1 4 
Net income (loss) 232: ) al 23.5 


Amounts presented for the first three quarters of 1992 differ from amounts previously reported on 


Form 10-Q because of the adoption of SFAS No. 106. 


Edison Brothers Stores, Inc. common stock is listed on the New York Stock Exchange. 


Transfer Agent and Registrar: Boatmen’s Trust Company, St. Louis, MO 63101 
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